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SUBJECT: Business and Industry Guaranteed Loan Program 

Appraisal Requirements  
 
 
 TO: State Directors, Rural Development 
 
 
       ATTN: Business Programs Directors 
 
 
PURPOSE/INTENDED OUTCOME: 
 
The purpose of this Administrative Notice (AN) is to provide guidance concerning 
Agency responsibilities regarding the appraisal of real property serving as collateral for 
the Business and Industry (B&I) Guaranteed Loan Program. 
 
The intended outcome is to ensure that appraisals meet Standards I and II of the Uniform 
Standards of Professional Appraisal Practices (USPAP).   
 
COMPARISON WITH PREVIOUS AN: 
 
This AN replaces RDA/FmHA AN No. 3210 (1922-A), which expired October 31, 1996. 
 
IMPLEMENTATION RESPONSIBILITIES: 
 
Pursuant to 7 C.F.R. 4279.114, appraisals of real property securing guaranteed loans are 
required in accordance with program regulations and the appraisal must meet the 
requirements of USPAP.  In accordance with the competency requirement of Standard II 
of USPAP, the appraiser must have the necessary experience and certification to 
complete the appraisal.  Many B&I loans involve specialized facilities or machinery and 
equipment (M&E).  In accordance with USPAP, a qualified, specialized appraiser will be 
required to complete appraisals.  Appraisers valuing such specialized assets should have 
specific experience and certifications in valuing similar specialized assets. 
 
EXPIRATION DATE:    FILING INSTRUCTIONS: 
November 30, 2003 Preceding RD Instructions 4279-B  



Appraisal Requirements     2 
 
 

Business Enterprise Valuations 
 
It is the Agency position that a business enterprise valuation is not an appraisal in 
accordance with 7 C.F.R. 4279.144.  A business enterprise valuation adds a value 
enhancement to market value resulting from the impact of intangibles to the business.  
The valuation is based on the existing business use.  It is a formula-driven valuation, as 
opposed to the appraised market value.  This valuation technique will generally result in a 
higher value than the market value as determined by an appraisal.  The growth rate of 
sales determines the amount of intangible value in the business. 
 

Appraiser Responsibilities and Qualifications 
 
In accordance with USPAP competency requirements, the appraiser is responsible for 
providing an impartial evaluation of value and should be independent from the lending 
decision.  The appraiser should include a certification page in the appraisal report and 
include their State license.  The appraiser should note any limiting conditions and prepare 
the report in accordance with USPAP.  Any membership in professional societies should 
also be noted.  The appraiser should state why he is qualified to appraise the subject 
property.  If the Agency determines the facility or M&E are considered to be of 
specialized use, the appraiser should have experience or certification from a membership 
society specializing in such specialized use items, appraising similar properties.  If such 
specific experience is lacking, the appraisal will not be in accordance with USPAP and 
another appraiser who can meet the USPAP requirements will have to be selected. 
 

Chattel Appraisals 
 
Pursuant to 7 C.F.R. 4279.144, chattels will be evaluated in accordance with normal 
banking practices and generally accepted methods of determining value.  It is the Agency 
position that USPAP is now the normal banking practice and generally accepted method 
for determining chattel value.  If chattel is not being valued in accordance with USPAP, 
you should consult the National Office for guidance.  
 

B&I Servicing 
 
Pursuant to 7 C.F.R. 4287.134, appraisals are required on transfers and assumptions for 
less than the full amount of debt.   
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Specific questions about appraisals should be directed to Kenneth E. Hennings, Specialty 
Lenders Division Servicing Branch Chief and Certified General Appraiser, (202)  
690-3809.  Please address B&I program questions to Fred Kieferle, Business and 
Industry Division Processing Branch Chief, (202) 720-7818. 
 
 
(Signed by John Rosso) 
 
JOHN ROSSO 
Administrator 
Rural Business-Cooperative Service 


